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(On at 2:02 a.m.)
AHATRMAN CON: The 95th meeting of the Vational

Inl
L

o

rroleun Council will please come to order. You have 4
copf before vou of the meeting's agenda. And if thers is
ﬁd objgéfioh, thé check*ih outside the room will serve as
the attendance racord, so that we will not call the roil,
but_if ybu_did_not'sign;in, Before'entefing thé oo,
please do as you leave.

T would like %to introduce the persons seated at
the head table. On my far left is Allen Wampler, who is
the Asgistant Secretary for Fossil Energy. And next to
Alleh;‘isrBiii Sﬁales,'Chairﬁan.of the NBC Committee on

Petroleum Storage and Transportation. And sitting unext

) to‘Bill isutherHoanable W. Hepson_Moore,_Deputy

_ Secretary of .Energy. On my far right 1s Marshall

Nichols, the Executive Director of the Council and next
to Marshall, is Lod Cook, the Vice Chairman of the
Cqunci;{_ |

?_On“my_immediape‘;ightﬁris_the Honorable James

Watkins and we.are very pleased that Secretary Watkins

L aouldr Join us this:mornifig: ‘We think® this nation is

indeed blessed by having him to be the Secretary of the

"ﬁepartmentfdfﬁEnéfgyf'and for those who have not had the

pleasure of meeting him and knowing all about him, T
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”ould 11L to state that he i1s a native Californian,
grﬂc ato of the ¥Yaval Academy anc he holds Masters
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the Reactor Enginsering Course at Qak Ridge Narnional

Laboratory. He served for three years with the Atomic

Energy Commission, as Admiral Rickover's assistant, for

Naval Nuclear Propulsion.

" And his tours as Flag Officer included Chief of

Naval Pérsonnél, commander of the Sixth Fleet,:Vice Chief

of ¥aval Operations, Commander in Chief of the Pacific

Fleet, and Admiral Watkins was selected by President

Reaganrto,become'the 22nd Chief of Naval Operations in
1982. 5

His military decorat10n5 Anclude several

A“dlstlngulshed serv1ce and Leglon of ﬂerlt medals, the

'Bronze'Star_w1th'a combat V, and many others.

Following his retirement in 1986, Admiral

Watkins has been extremely active in various forms of

- .public service, and in October of '87, Admiral Watkins

L was- appolnted Chalrman of, the Pre51dent1al Commissicn on

tne AIDo EpldeWLc “And he 5ubm1tted his report to the

'Pre51dent in June of 1ast year.'

Admiral Watklns has now taken on thls as

'“another challenglng pUbllc service ag our secretary of

,Energy and it is a very crucial time in our energy's
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history and we are klessed, I think, truly by having

asomeone of his character, and his caliber to be the

Mk omanrs ~F T .
2LAVY O CNerTgy .

\¢

At this time, i; is wy pleasure Lo preseanl Lhe
Jonorable James Watkins.
|  STATEMENT OF Tﬁﬁ HONORABLE JAMES WATKINS,
SECRETARY CF THE UNITED STATES DEPARTMENT OF
" ENERGY.
SECRETARY WATKINS: Thank you, very much, Ed.

It is a gresat honcr for me to e here tuls

morning, as Secretary of Energy, and to have been asked

to address this prestigious group, very important to me,
as a Secretary, pn the subject of energy.

Before Ilstaxt, T would like to just shift the

agenda, if I might, Ed, a minute, and I would like to

just bring Henson Moore up and let him say hello to vou
so that ybu know that he can talk.
He is a wonderful person, is a former

Congresgman from the great state of Louisiana, and he is

-my oill and gas right arm. He and I are going to make a

great . team. We have grown very .fond of each other,

"“pfoféSSiOhéIIflandipéfsbﬁallyfsinCE“ﬁé have been together
“.the last coup}e of months and he was no sooner baptized
'és'Deputy'SééfétéfYVOf Eﬁergy.last.Week, then we launched

‘him onto Capitol Hill the-neﬁt day and he gave a
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fantastic testimeony to the electricity problems ix the

northeast redion‘of the Urited States. Very important in

light «f ths gussticnab

2Gul JUEBSTLCIs s deflsic Delilg mald

I}

P L T e e ey ! b
i oll0r=nadl PDianc.,

5o, vesterday we launched him again over tiere,

or the day before, on-the issue of gasoline prices vis-a-

= o + '~ Tra
Y15 T.oaes Va

dez incident. Ancther commendaiiz job; a

" tough assignméht to sift out all of the issues regarding

~the increase in c¢rude oil prices and how they @ffect the

price of gasoline.
So, Henson, 1f you will come over and let them
know. who you are and just say helloc this morning, then I
will prodeed on'yith my'femarké.
| | DEPUTY SECRETARY HENSON: Hello.
J_‘ﬁLaughter.TUV

SECRETARY WATKINS:. He didn't have that same

Aréputation for brevity on Capitol Hill, but that 1is

_ typical over there.

Now, let me state from the outset this morning

- that I plan to use the:collective wisdom and expertise of
 the Yational.Pétroleum Councgil in the role for which it
: wééﬁihténdéd?féﬁd?thatfisftb;adVisé_theTSécreEary of .

-;'EnerQY-on"nat}QHal-ehérgy“pdlicY'objectives.

" Yéu have an important voice, and as I

mentioned, with vour Chairman yvesterday and the
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respective chairman and your executive directcr, that on
my watch that voice is going to be hesard.
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SJut together an integrated natiocnal ensrgy

Ll
ratagy

D]

thls Pouﬂt . And we have been asked by the President to
do that and we have all long awaited such a strategy and

we are golng to do it.

When I sat down at my desk a couple of months

“ago, I was presented with a stack of very impresssive

documents, all describing energy policies, energy

projections, enerdgy programs,-energy budgets and there

" were a number of NPC reports in that stack.

And as I began to look through them, I was

1mpressed w1+h the enormous amouut of information we have

__to,drawnfrgm,. We don 't need to relnvent any wheels.

‘Many of ‘these are excellent documents, but there is

clearly a missing component. There seems to be no common
thread to permit conversion to an action plan.

No. integrated link between policies and

aprograms and budgets that presents not so much a

_LD

dlaCUSSlO“ of'el rgy ¢55ues‘*—-that ia easy -— but a

’Strategy that can pave‘the way for those programs and

 _ iniétes'tambe:broaght_tg frultlon over tlme.

'On’ the other hand, T don't believe that our

role in the Department of Energy is to plot a strict
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Unbendllg LOUl&P of energy in thls country That has been

1
2 tried before and the changing nature of the market kept
o catting i the way acd outdating such glans :etere Thel
4 conld be placed into aeffect.
5 But T bhelieve this government heeds to have an
5 . ‘aﬁpfoaeh tdlcarryina out enefgy policy that recognizes
7 7 the intertelationshipe‘of erlerqy resources and that of ;
Sf ] . .enerdy to.other.elemente to eur economy and our society.
9 o Fer'example} ﬁe'wouid heed'to lay eut for the american
10 , people the fact that natural gas dscont Gl Ccan ba an
11 . . 1integral part of not only energy policy, but also
12 '_- env1ronmenta1 pollcy .
,iBi: :- R We need to be able to make the case that the
14 ' iilfconsidered, Fhat I called, Allce in Wonderland-
‘,i5a_J.fp;q,decision} to cloeetthe'Shofeham'Nuclear Plant is totally
1Sh,"_:3 :contrary to calls for actlon on global warming and
17 | N goncerns about decllnlng utlllty marging in the
18 northeast.
*l9_ﬁ-' Coe o : - Weeneed-to be -able to fit conservation and
'-__ZQ_;pﬁjﬁiglreheﬂab}e ehe?gy resources into-a eoherent national
2;:." . energy program. And we need tO'be able to take to the
'ﬁézi“ihﬁﬁhﬁfCongress and energy budget that fiewed‘froﬁ ah.ihtegrated
2'33_:;,?a,;fset of. sen51b1e objectlves rather than a budget that |
.5245'-¢ Jﬂi'dlctates outeomes, Wthh even 1f achleved would probahly
e :25 s not satisfy. near and longfterm‘natiohal objectives.
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So, 'that #s the overarching challenge

see in the next several mont

A E sy nae oem T e Soa
- N ; i T Talo, JER

hs, perhaps the next

18}

on the road and to lﬂ*ten to people all over the country

in t e various regions talk about their ideas about &

national energy strategy} primarily to get the awareness

-

up for such a program and to ailow the dialogue that must

take place to build a consensus document.

One thing I learned in the AIDS Commission
experience, you have to listen to the American people

they usually give you the straight scoop. Six hundred of

- them came before us, 43 hearings, and we found that, for

the most part, good thinking Americans are Jjust about 85

percent in agreement with each other on important issues.

;And_l\think.that we .are finding the same

. situation here, as I weave through-the Congress and

listen to their complaints, T don't hear much different
from those ccomments that I would hear from your Chairman.

So, I believe that we do have an opportunity

‘f,heregthat.isfincredible-foruthe:nation,;and we need to

pull lL toget 1er 110w, S0 that we can’ press on with a

'varlety of programs that all seem to be demanded right

‘;now 1n an_ unusual way.u,,

:7 There are other challenges that I also face,

likercleaning up the mess we have in our nuclear defense

EXECUTIVE COURT REPORTERS, INC
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~ facilities. And integrating into those facilities the

lessons that should have been adopted at least since

Thr=ze M1ila Izland Nringling uln crorating standscdz oo T
. 1 am - o~ e =T o R e
o7 better than par with those in the private sactor, that

And all of these are challenges that face us,

and which I hope we can begin r:;mrsrnJ while I am the

Secretary of Energy. But when I leave this job, if I can

look back and say, we fashioned a common sense:.energy

’"S
D

strategy for this ration; one that rvefleclted Lhe promiss
and potential of our coal, oil, gas, nuclear,

conservation, renewable energy resources; one that

u_reflected the realltles of the market place and one

sen51tlve to 1eg1t1mate local and global environmental

l‘ancerns, and one - that brought thls nation. together on a

-

‘common path, tbward greater energy security, then I would

have accomplished my primary goal as Energy Secretary.

That is what I want the National Petroleum

VCouncil.to help me do, because the one message that came

__.out_qf_thpee_reports¢,and_analyses, that were handed to

me .was that a-trulvveffectiVe'national energy strategy

'"*ﬂmust begln Wlth 011 and gas. Oil”and-naturaligas account

‘for 2/3 of our‘natlon s energy requlrements and there are

”Jno readlly avallable alternatlves in the near term

EXECUTIVE COURT REPORTERS, INC.
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Tt 15 that umbilical link to unstable oil
sourced in the world that threatens our anergy s&curity
T | I e . e

Copooam VOl ROV, 1o Ll ama TSING VEYR aY.
and so Tt 15 still oil and gas that must remain at the
=

core of ocur s;rateglc cnﬂrg} thoughts. And that means

that this: Counc11 can play a fundamental role in c¢reating

and refining that strategy.

| One_of the‘greét tragedies in this country, as
a technical person, is tﬁat'when something is annouhced,
like table top fusion, immediately we begi; to believe

that somehow, magically, we will have a thousand megawatt

‘electrical plant coming off that tablie top within days.

And this is one of our problems; we can't relate to a

~longer. term strategic planning process. And so, today.,

sure he have a lot of alternatlves belng KO srked; in

alternaterLuels,_methanol, ethanol and the 11ke, flas 1b1e

fuel cars that are being'developed, natural gas cars,

- those are all good things.

But we are far from converting this nation,

.yovernlght to a. new transportatlon mode We must work on
..1t; work hard at it, try to turn that 1mpo cCurve

5hround but we' are certalnly a 1ong way from'doing'that.

JSo_phg challenge_l_pffer you‘today is to begin

’f”iéoking-at‘§dﬂriiﬁdu§tff7in that context. Examine its

future. Look at how it fits within our domestic energy

'EXECUTIVE COURT REPORTERS, INC.
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structure. And where it is going? ‘What government
policies and programs are needed to get it there and
where the roadblochz ars?

- - oy HERE - 4 A L S
or example, pipeline rzgulation; what is

inside that? Fhat are the regulatory bodies doing at the

federal ahd'State-levél that impede progress in bringing

a sensikzlz nix of z2nergy scurces together?

So, you hafﬁ_got to show us the way to
transition sensibly to a new mixture of energy sources
which can help propel our nation inte an economnlc sucsess
story at next century's turn.

,I_want to start.that process tceday and I want
to give you‘éome_of m§ vieﬁs on priorities that affect

the oil and‘gas‘industry'and I would first say, 1s it a

.;pomprehénsiya‘1ist?"Nq.‘Is‘is particularly insightful;

probably- not.

Wwill yéu'have advice on hbw it should be
modified and changed; I certainly hope so. Because I
expect that from you.and I need your help.
| Pllorlty numbel one 15 what T houlu call

leatorlng confldence Obv1ously the 011 ¢ndastLg is

"";éuddéniy7&hdhtrégicallyﬁreééhéd a?-pivotal'tiﬁe in its
"'hlstory and Amerlcans seem to recognlze and react slowly

to evolv1ng'events, llke the threat of rlslng oil

imports. But a sudden incident, like the Exxon Valdez

' EXECUTIVE COURT REPORTERS, INC.
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instantaneous Y.

-1 = - - 2 1 — [ S, = " L [
[ i e N L A e it
a very critical and skeptical public turnsed that way
litera 111 ovar night Aﬂd thu industry must recognize

that this is not juet an E\\on problem. Ner.is it a

jo¥s ublem COﬂLlled solely to marine transport of crude oil,

or-even to the Artic region.

'EVery oil company will have to confrent the

r_u

images created by the spill in Prince William Sound ab
every company will have to shoulder part of tﬁe

responsibility for restoring public confidence in the

;petroieum industry. ..

We need to learn from the Valdez spill and we

'Fer‘example, Qn_the use of dispersants, would they have

created more of an environmental hazard than they

" removed?  On immediately booming the tanker, was there a

fire hazard or not? - On the state of readiness to respond

_‘to a. problem of thlS magnltude, was- lt adequate° On the

safecualdo 1n place or not in place, could they haxe

-”%prevented thlS acc1dent°u"”“

These are questlons that once were conflned to

afﬁefpefﬁlt‘process, to small meetlngs of oil companles,

. engineers, and local officials. Now, they are on the

EXECUTIVE COURT REPORTERS, INC.
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make the case that oil oroduction and c¢il transport 1z DY

front page oI exery newspapsr of thz countiry, evely Gay
and the topic of conversation among the public at large.

-

At the Department <f Energy W& are going o
and large an environmentally safe process. We are going
to attempt to conVince’our audiences in Congress and
elsewhere that we can't react to the Valdez accident by’

adopting polioiee that simply replace Alaskan tankers

. wWwith Mideast tankers.

\ +=~T17- - w1 - o o = amy et e - F
We ares going to talk about the track record of

the industry, six and a half billion barrels of crude oil

shipped out of Valdez in a dozen years on nearly 9,000

tankers with virtually no environmental damage until now.

we are going to discuss the exceptional.

'env1ronmenta1 repord oL'off ehore 011 productlon, more

.than 3] bllllon barrels of 011 produced from the outer

contlnental slelf in the past decade and a halr, with

less than 900 barrels spilled as the result of blowouts.

.'And the data coming in worldwide, on what goes into the
ocean from our rlvers, from industrial waste, far exceeds

: danythlng we sce in even. the tanher problem.

.tvgﬁndiwe%aren901ng;to:contlnue to make ‘the case

- for explorlng 'ANWAR, the Artic-National Wildlife Refuge,

dand attempt to break the llnkage that ‘I am afrald is

developlng in the publlc s mi nd that the Valdez incideat

" EXECUTIVE COURT REPORTERS, INC.
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'not done anythnng about._:And now it i

[N
h

means that we <¢an no longer risk new development cix the

North Slope.

. s, O I T L P EE P el - 1 a - -~
Case. Thi=2 entire ‘ndustry has a stake in how this desbate

wanfolds., and you, in industry, must bz able to convince

'peopte that ‘you have workable 0il Splil contingency plans

- 1 - - 1 - B [— N R L oy -y e s |
and that vou have poliicies and practices in pilace IS

£

police your work force and that'yon_operate in both

normal times and during accidents with 'a clear

,...l
N

recognition of the importance of environmental safeguarc
and adequate responsiveness and most importantly, that
environmental protection is not just another regulatory

burden but the natchwerd of every'aspect of your

operation.

B} the wa3, that ;S the 1ndent1ca1 challenge to

‘me., 1n the natlonal defense complex of the Department of

Energy, it is no different. Environment igs niumber ons
and yet, it has not been for over 35 years of operation

there.‘ As a consequenee We have the incredible waste

51tuat10n that We_nawe 1n tlla nation that we simply have

a scandal and we

6]

. have to.fix-it.

'And;nhy‘we can't do these things incrementally

1and”keebfduf:§et together, ‘I have no idea, but we tend to

slip into the malaise of happiness and things working

EXECUTIVE COURT REPORTERS, INC.
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well and don't dust off cur contingency plans Lo sUay

ready for the assured situation which will otherwize

for us. 2And as vou kinow, =2fforts Lo move U
through the Senate have been suspended for the time

being. Politically that was prcebably a wise course oi

Ny aetion, but the clock is ticking. = You know better than

I, that we don't have a 'surplus of oil in the United

States. 2lmost 2/3 of the free world's oil is in just

o

about five countries, Saudi, Kuwait, Iran, Iraq, and the
United Arab Emirates.

And the excegs production, some people call it

-a glut, that everybody talks about, is primarily a

~ surplus of Cfﬁdefoil‘produqtion,capacity in other .

countriesfﬁ And most‘of that is OPEC surplus.
our vuinerability to o0il supply interruptions

is greater. today than it was at the time of the Arab 01l

- Embargo. 15 or 16 years ago. And becoming more apparent

‘npgrthe,American;public‘as_wehapproach and perhaps pass

the 50 percent import mark.  These are dangerous signs

;and”Wéfﬁﬁsfﬁdb_SGmefﬁihg"abéﬁt them and time is running

“‘out. Particularly, whéh‘we realize that it takes 10

' to bring a field like Prudhoe Bay or .

" hopefully ANWAR into productiomn.
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price of 011 relatlve to the cost of finding and

 Priority Number Two, in addition to rebuilding

the:confidence of thHe American public, is to restore the

T m BEE ) ] = - < 4 - Ay A v = S-. + -
health arnd vitality of our domesiic petrolegull LnCQustil.
=1 Lol = 3 b = = oy = e e ey ey 3 — - . - P el I o
Al Ciie ousi Administiratlion is committaed Do Al Tourse
= JUF T a = - - [ s L S . R 4 sy o
~f action, and that was reflected in the tax incentiveas

‘that he proposed in his‘buildihg a better America that he

+ 3 - +1 2 % = - PR - =
submitted on the ninth of February ©
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e
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The President's policies‘can be summarized in
fhis-ménner; -One, high level exploratory drilling ié
needed as a precursor to domestic greater domestic
production.

Two, such exploratory drilling requires

- producers, including independent producers with financial

strehgth;

- Three; tak incentives targeted to exploratory

drilling;;;iértary ehhénced oil fecovery‘and_independent

‘producers are'the most cost effective'method of achieving

these‘goals.‘

ur, the 1ncent1ve should be linked to the

' produc1ng 1t as bhe energy sbctor regover” the

'¢ingénti&es¢{alsoushguld{be;phased'out;

And flve atrlong 1aét' the 35 vear era of

'~_government<contr011ed prlclng of natural gas should be

ended. And regarding the last point, we are finally
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Both houses of the Congress a Consensus nas
vear. and ny Doputy
Msore, as nis first Job assignment as Tonsultant, ©o the

Degignate Secretary of Bnergy, because thare is nCody

else up on the Seventh floor, so that we had to kind of

cFr

take charge early, even bsicore we were coniirmed. He go

‘ﬁove:'oﬁ.ﬁﬁe‘Hillland worked_the‘natural gas problem,

‘relaying the President's message and helping build that

consensus and support.
And we were pleased today in the paper to read

the passing of the decontrol of natural gas bill in the

House of Represeptatives. It will move quickly, in my

Opinion, through the Senate, where the differences Gre

- small in the detalls of the bill.

;New,,those prlces'phase out, those controls
phase out on 1 January '93, and we would have preferred

in the Administration that it be earlier, immediately if

possible. But the worst. thing that we could have done

was destroy consensus in this particular bill. It has

_been_e Conpentious issue fofiso many. years. And the fac
'Ethatﬂit“heé”mCVed“thrbugh~se'quidkly;ris an indication of
‘ blpartlsan sportsmanshlp now that pervalled and I thlnk

'5;that it 1s extremely 1mportant that we keep that momentum

going. we have so many issues to bring to the Hill this
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seeing some light at the end of the tunnel.
Both houses of the Congress a congensus has
Moore, as ais first ok assignment as consuitant, to Lhs

Designate Secretary of Energy, becauss there g HoDOGY

'“‘else up on the Seventh floor, sc that we had to kind of

bl

take charge early, even before we were coniirmsd. He got

o

‘over on the Hill and worked the natural gas problem,

relaying the President's message and helping build that

consensus and support

Aud we were pleased today in the paper to read
the passing of the decoﬁtrol of natural gas bi11 in the
House_of Representatives. It will move quickly, in my

opinion} through . the Senate, where the differences are

'5ma11 in the detalls of the blll

Now, those prlces phase out those controls

:phaee out‘on 1 Jaﬁuary '93, and we would have preferred

in the Administration that it be earlier, immediately if

possible. ABut the,worst thing that we could have done

wa5 destroy consensus 1n thlS partleular bill. It has
been a contert*ous 155ue fel to-many_yearb._ And the fact

_thatxgt.hae;mqvedgthroughvso;qﬁickly}7istan indication of

blpartlsan sportsmanshlp now that pervalled and I think

eh*that 1t 15 extremely 1mportant that we kKeep that momentum

going. We have so many issues to bring to the Hill this
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[l p::—énergf igsues thalt wg can move througn the il
very rapidly. We are certainly golng To De spearisal:ug
that as far as the energy bills are concerned.

" The thirdimajof policy priofity is in the area
of advanced tachnology. The NPC has dons some truly ’

*dutétanding'WOrk in cataloging the potential of enhanced

0il recovery. And our job is to foster the kind of

1

productive government/industry relationships that
translate that potential into reality.

I am convinced we can do more in this area.

'~ 'The focus of‘thergo#ernment's petroleum was once on the

longer term, highest risk aspects of oll recovery. That

is beginning to change.,;And we recognize the need in

- light of the impact.of the drop in.oil prices to look

more at near term techndlogical needs. Our program still
includes the traditional methods of enhanced recovery --

the application of heat, gas and chemicals to a reservoir

but now, we are looking at techniques that can find and

_produce oil that may -have heen bhyvpassed by conventional
“technotogies ‘and yvet; ig sufficiently mobile to be

produced without extraordinary advances in EOR.

. W& have placded a major emphasis on geosciences

in how to translate a better understanding of the anatomy
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2C”L”;i””ﬁprlor1t1es T have llsted today to be in’ any klnd of

o

of a reservoir 11to more effectite petroleum_engineering

"technigques. And as perhaps one of tb mogst important

m AT s — - - ELEP + . e + B | A =17 e -
nrioritiss wWe arz FOLNT Lo Jdevolte a CORSLosTAlos diladd.

of attention to technology transfer. I have a very

pec1f1c 1utere5t 11 thlS acoe(t of ocur peirolesum. We

'hawe not done enough of 1t in the past and yet, it

should be an integral part‘of everything we do.

| | .ﬁe‘haue e.weaitnoof expertise, talent and
innovation existing in our national laboratories, for
exawple. Much of this knowledge was spawned in the
nuclear weapons program; seismic monitoring, drilling
technology, a host of geologlc sensors and
1nstrumentatlon.c

ofe) there is not a need for a large scale R & D

.Ptog?am,heréF'MQStfcf thelpechnology‘is,already

f[developed:‘lt is not classified.  The challenge is to make

industry aware of i1t and to develop ways to move it f£rem

the defense program into the oil patch. And that is
- technology transfer, and that will be a priority of mine

‘.1n the petroleum pLogram. [

Lastiy, and please don t consider these

'spec1a1 order. I am very concerned about ‘the steps we

Tare taklng ‘or not taklng to encourage the talents of our

vounyg people to be applied to math,_science and

'EXECUTIVE COURT REPORTERS, INC.
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almost any area of our. soclety today, whether I

po

2

engineering

Ahd the 21st century is not something that is
5*1i11 5 decads. away. It already exists in ths minds and
skills Lelng developed in today's generatiocn oI students
And it is our respensibility today, to do all we can to
motivate and enoourage hhem{ But we are not doing
cnough. In 19882, for example, there wsrs more than 3,300

freshmen enrolled in the major petfoleum engineering

"schools in the country and in '87, only 271 were. XNow,

there is some turn around, we are up Lo 370 this yaar,

but it is not encouraging.

But it is similarly discouraging in all other

areas regarding science and engineering. There is a

major effort by the National Academy of Sciences, Dr.

iCyborg and I wlllrohair d major meeting of some of the

best minds in the nation out at the University of
California in the fall and we will try to bring their
attention to this issue. It is a major issue that needs

chilization by your industry and the other industries

reglated to snergy matters, and other matters. It is

et

J,S‘

'"3heal£h;PMedibelfsoience,fWhethervit'is oil and gas,

whether 1t 1s nuclear,‘whether it is space, whether it is

'éD whether 1t is a- fast food vendor, We all need to

know a lot more about computation, mathematics, science
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‘and low things woirk.

And we sinply cannot remain number 14 in the

internationally competitive. Jo, somehow we have Lo Dul
“Mis on the front burner and parallel with everything

else we are doing. ‘We are not going to solve it by

o

mechanical means only; we need human Deings in there,

,that need to be motivated along these lines, and we have

to focus on the centroid of the country and step just
looking at best and brightest and how to make them bastter

and- brighter. We have the rest of society to worry about

that should be involved with us in our scientific and
engineering work in.the nation, or we are not going to

make it as leadei of the free world.

-And we have a tremendous reservoir of talent

and-but=it'is'imperativé'that'we replenish that talent

and motivate it, and that is why I am so personally
intereSted'in:incentiveS'to attract our brightest young
people into these fields.

.. In my immediate reincarnation, after retiring

.from the military,‘I_became}involved ip a number of
"”-ﬁ?EQEtéiéééféf.afbﬁps}”Cafnéiéie'COfpafiéﬁ, New York;
Eﬁpr Edg¢at}oﬁ Eoundati¢h;.the'Eduéation_commission'of
'fihébéfaféékgﬁa;éthérsi:where this wéé'fhe principle

focus. 1 see no reason why I shouldn't continue to do

P
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that in the Department of Energy and that is what I am

doing. If we are to be a truly progressive socciety, let
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t ba forward thinking enough 0 2ITzpalrs
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voung pecple to e part of Uhie 2nergy

o'
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w

kthlouguo of the next century.
There is no more exciting time. As we look at

. . + 1 - - T s vm [ P oy e IR T
c¢lean ocal technology, thie new technigues for Gil

‘extraction, the whole concept of alternative fuels, the

‘complex technology of conservation. Conservation is not

N

Sust giving three hundread zaplings for a wedding present,
it is far more complicated than that, and it needs the
kinds of technical review that is so essential to place
iﬁto puf labbratoriés'and into our best minds, to make
sure thét we are doing our job right.

';AﬁdJSO it‘is -absolutely critical to your

1ndustry and to the natlon to encourage this talent to

come in and get thelr feeL wet w1th us. 8o thig is the

starting point,. both for me and for vyou, I have a lot to

learn about your industry but I have a lot of advisors

~ here in ghls Toon th are very Lapable of conveying at

least a portion-of their ﬂowledge Lo me.

‘*TAndpgoﬂletfmé:ask"Yoﬁfagaih-tolthinﬁ about the

challenges both you as industry and we, as a nation,

‘faCe: Together wWe c¢an put“fogether energy strategies.'

that make sense for this nation. And one that bullds

E‘ECUTIVE COURT REPORTERS INC.
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o5
o from tﬁé lessons oL Ttae past,_but'most ;mportaﬁtly, one
that fécognizes the true energy strengths of America az
=, b5 hQer ecconomic competltivenessz, and nswiis, Io our
continued role as leader of the Irze world
Thank vou, very much and 1f we have a minuts, I

will stand by for aquestions.
w o owvery much Mr.

CHATRMAN COX: Thani

Secretary and he is very nice to accept some questions.

'But also before that, if I may. I would like tg call on

Deputy Secretary, Henson Moore for any comments that you
would like to make -- oh, do you want to take the
questiénsr first?

All'right; Piease.

wWould you ddentify for the record

V
¢
v
;—-‘
@
o

‘=
h

'__firéﬁ, name_aﬁd aﬁfiliatign?

MR. GONZALEZ: I am Richard Gonzalez, and I am
an economist who has been involved in the energy business

since'Irleft the University of Texas as a professor, to

,Abeing”a-chiefyegonomist.to an oil and refining company,

”_whigh_;s‘now‘ngonMUSAﬁaﬂd,I think you have addressed

something .that is very important to which I would add,

,ffﬁét“éhéféfvié”éfftiééi‘fdfthé*brbductivify of -our work

force, aﬁd‘fhgreforé,?that'wé have to concentrate on

T
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I was a consultant to the task force of 1954 on
energy policy which recommended that we restrict imports.
In 1969, I wrote to the -- Tasgl Force and tTold thenm tihacz

1 o . O T T A s = ; Ve ;e gt 1 - P
he price of oil would surely go up becauvse of s

cT

tremendous increase that occurred in demand, and vet,
they were convinced by the people from MIT that because

thlere was cheap oil in the Middie Fast, Zin their report

‘they sald that the prlce of 011 would surely notbt go up

by 1980 .but would probably go down, which of course,

proved to be a disaster.
Now, the critical part of what you have

addressed is that for decisions about energy have to be

'made“fofﬁthe'investments in the next 20 to 30 years, and

on that‘score,‘I would Iike to say that at the University

of Tewas, e have put, out a paper recently on the
.Determlnatlon of the Equlllbrlum Prlce of 0il .in Re;atlon

to Coal And 1n Wthh we p01nt out that the price of oil

had been kept too low by the government in the 1960's and

kearly '70‘s pecaasejit regulated_the price of natural gas
_and thep nhen we passed the ?oal Mine Health and Safety
:Xct he doubled the COSL of coal hhl;e wWe kept the prices

;4gbf?oil~d0wﬁ“aﬁdfthefpficeibf"gas‘down:“

“We’ passed the enV1ronmental regulatlons which

enhanced the value of oil and gas. §So that it 1s =not
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surprising that the price of ©il shot up when we lost

contral of the market, and then, it remained at
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was convinced that there was no future for oil and gasz 1in

this country and said, we would have to go to synthetic

fuels and that we would have to subsidize synthetic fuels

until the price of‘eil-got to $28 a barrel.
And so naturally the OPEC countries said if
that ig yvour alternative, we will raise the price to 528

a barrel. And then keep it going up in relation to

inflétion,, And I pointed out long before this change

occurred, and the decline in- price, that the price of oil

got so far ocut of line with price of coal and vet, pzople

r;were;sayingrthat‘it;was.going to: keep on going up to 5100

‘a barrel, which was ridiculous.

And so, we have to help this country and the

peeple in-thig industry understand what this country will

-~ haveé to lock forward to paving for energy over the period
,in.Whichetheyiare~now;making,their,investments;'and your
focus on poerE‘ the natlonal pollcy 15 the rritical
ﬁthlng.that we must'cencentrate not)on what is 901ng to

.fhappen 50 or 100 years from now ——'we can remember that

the 011 was dlecovered in 1859 but.it was not until the

20th century: before it became more important than coal.
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have focused on the mos  impon

and gas has been around a long time, too. TYai,

it has tremendous potential for the future so that vou

Dortant thing, not conli fof
the snergy business, bub for the futurs ezfonomic welfars
of this naticn.

Thank you.
SECRETARY WATKINS: I wished T Thad asked vou
the question} that is:a'hell_of an answer.
N (Laughter.) - |
That is a vary good point here and T think that

we have waited too long to pull our act together and I

think what I have decided that the only way that I can

“build this strategy 1is to'make,everybody equally unhappy

in ite result.

But that ig- about the way that it 15 g01nj to

t_haﬁe to be | We are all g01ng to have to glve a llttle,

and we are 901ng to have to work together and we are

_geing to have to pull all energy as a good thing, for

this ceuntry tpgether, to get this nation really moving

into that next century Lud pull rlght along with it,

: a11 tLe good people wHo need to manage 1t.

'-;;And“was,thereﬁanother»one down ‘here?

MR. PARKER: ' I am. Bob Parker from Parker

'fDrilliné;Comphny.“ Agaln, vou: are asklng the guestions,

and T think we are giving you speeches. This one will be
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than we are and there is no reascn for that. So w

very short.

There 1s another dimension that I hops vou Keep

o | o e o e o 3 CLos - g
L =1 A i o I - [ . Ol e mmmam o m
LT oMol it g 3 T2 DRonLls U4l DanE 1L ddneeEare -
v~ e - - - Tl o~ Ay o bl o s EE 1.
ressarch centsars They ars just & smai oarht of v, Duc
.
- -

the capability of getting our facts and Iigures launched.
Tt is not so much being able to do the job, but that

plogrees to keep ours 1ves competitive. We ars losing

_most of oui capablllty in improving the delivery of

product and that is a problem that I don't kaow how to
aolve and how to address, and hope it is part of ths
program.

SECRETARY WATKIVS It is part of the program.

I touched on 1t brlefly when I talked technology
'transfer. 'And we had a meeting yesterday with some

'promlnent Senators and Congreesmen in my office on this

very issue,'VWejare‘losing,out in many areas. Let's take
just the area of ceramics for example.

There i8 no reason'why our laboratories that do

“a lot of work in this area, a lot of very, very basic

,;eeeercb.and-good‘research,,canﬁt,be made responsible to

focus ou out four or five'areas, of‘technoleg?

*shortfalls that we have 1n thlS countrv hhere we are

_1051ng out tomforelgn bldders, worldw1de.

_/'

And we have got to move, they are moving faster

(8

T
L= R
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ively going
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fter those techinoiogliss
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going tc be aggres

in a different way to take them into industry as fast as

ot
Vo
o
{8}

wWe can mové them znd that wi
anavgy policy.

on't see how we can avoid things 1iks
ceramic engine development for instance, with our energy

noclicy so that this iz going to be very broad in The wal

that we approach this.'And‘certainly the employment of

our intellectual resources in our laboratories, which are

incredible in this country., have to ke focused and ve

n

have to make sure that we are using those valuable
resourgés in a new way, as we migrate away from say, new
nuclear weapon development for example, into other
developﬁent ih the-coﬁnt;flto make us competitive.
“So, it is a very, very good point, and it will
bé.pné of ou? maﬁ6r ﬁbjeéﬁiveé;. We wilirbe putting out a

set of Départmént of Enérgy objectives for the nation '

about the first of June to surround a lot of these
~issues, and this will be one of the principle objectives

we will set.

| CHAIRMAN COX: Thdnk vou very much,.Mr.

_;SeCfaEdfy{}*WeﬂddJapprCiate*yOUr being here and your

answering quegtions,‘and'if I may, I would like to call

"jonaDebutyVSediétary'Mdére.‘
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STATE ME\T OF DEPUTY SECRETARY OF ENERGY, THE

HONORABLE W. HENSON MOORE.

this morning.
- What I have to say about him I don't want him
to hear. That is why I am trying to hustle hiim out of

iook

H

here so hard, but he does have to get back. When
at the problems in this industry and T sort of grew up
w1th them as some of you may suspect I never have gotten

too far away from it. And I lock at the problems that we

are F301ng at the’ Department of Enﬂlgy, not just

—concernlng you but .coal: and- nutlear and our broken bomb

factory,.we call 1t 1where all of our very important

national defense nuclear reactors are closed and they

-haVe got to be reopened at some point in the near future

or- we are facing unilateral disarmament.

'rAnd;I_figure»you,need.a.miracle and we need a

pochetrdl OL m ratles at tLe hepartmelt of Ensrgy. ut
'vthat is the klnd of odds you 11ke. You like ]Olnlng a
_hteam-—frlf there are 14 teams in thls 1eague of Cabinet

"Departments, we are ranked 14th We are in the cellar

right now.
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in. Can't go any lower, and anything we do'will be an

too many Catholics. Thére were these two farmers, and

they were coming aleong the voad in an old broXen deown

" raggedy truck and they were coming up on a car pulled off

- on the side of the road where two nuns who were members

1o

onf a hespital order, and they wers headed on dowin to
south Louisana to a hospital whera they had been
assigned, and. had run out of fuel.

And all I had to go the gas station to get éome
gasollne was a. bedpan and 30 they had done that. And Just

asrthe tatmors come around the roau[ here'is one of these

_nuns poutlng the nontents of that bedpan 1nto the

gasollne tank 1nto her car. And the first farmer said te

the_second,'now,-Jed( we are going to pull over and be

- watching this. We are geoing to watch and if that car

ctanks up, and 1f 1t runs, we are g01ng to bo Lrading

deels an d cnanglng churchpsf

?;With5mifaclés;wa”areitalking about}]We are

'g01ng to do the best wé can to try to make that happen

'and try ‘to Work w1th you ‘in d01ng that
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Normally the Admiral and I do not appear

together. Someboedy has got to be hack at the office and

N T T~ - E ] - 3 = o~ e o 4 — - - = - -
AN A8 1S Lr4ates v, o &l Tuniin " = [ERA iz —
ey PR - r T oL oy o + -9 Ao - -, —~ o b= - [ .

ait out travelling, he 'is staying pretty closs Lo Lhe

cffice. We came here this murnlﬂg tog ther, becauss that

is a symbol we hope you see how important we think vou

ars and vou will be in our work over this et Lwo Lo

_three.years, or however much longer we will be here.

And we do'need'your'help. Tt is alse
particularly poiganant moment for me. T ook onb over
this audience and there are an awful lot of‘friendly
faces I have known for a long time —-— people who were a
1ot_of hélp to_ﬁe in a lot of camhaigns and battles on

the Longrﬂss floor in the past, and people who trisd very

: hard to get me . Lo join. the Bush Administration. -

- And I waht to thank them for all they hWave done
for me in the past. And I want to tell you that I think

the President of the United States made the right

'decision;‘now that I have seen his wisdom and I have been
ﬁw_wprkihgﬂin.this thing..And-I.want.tg'thank those of you,
-llke Bobby Da k WO bahlbd me and said, Henson, 4o

rhtake that number two ]ob f1t is 1mportaht{ And we want

you to do 1t ahd 1t would be the best thlng for you.

Bobby, "I am here to tell you, you were dead

ol

right. That after six weeks of working with the Admiral,

EXECUTIVE COURT REPORTERS, INC.
(301) 565-0064




4

3

o

[¥5]

w

17

18

19

23
28

25

[qe]

&

I am absolutely convinced of the Presidsasnt's wisdom, and
I am aloo conv1ncbd that it is the smwartest thing that T

ﬂ\ 1\} v odlte t:a"ﬂ@d “.Q Ll Z it oa . SOzl B
working on a anuaber of projects, and it is mutuaily

beneficial'for'the7tWO-Of us to work together and it is

o
—

ER
) L]

1_,.‘1
([‘J

also finding that he 1ia teaching me a lot and he

when I'speak'up on thihgs,'where he thinks I have got

expertise.

-t

el

T 1=
211low 15,

and to show yvou how dedicated this

to this industrv, one that he doesn't know much about,

_ but he is learning daily. He is an extremely, incredibly

"bright man and He is a veéry, very emart fellow.

1

Technologlcally,_l have not met aﬁvbod} who can touch irim

~in pOllthS yet. '

He also has a sense of humor. He also 1s not

'thé'£§§ical Admlral. When I first met him and T was

prevailed to at least talk to him after I had told him no

.for the fourth tlme and even tOLd Bobby o, they said,

look go and talh *o the gux._

So I dev19ed a teap1 The first thing 1 am

;gdinggtogsay'to-hlm'ls goingnto be-this.Senteﬁce and if

he gets mad I know that he ig a typlcal General or

\Admlral and I can e work with hlm and 1f he 1aughs, I

will know, here is somebody unusual.
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and so I sat down and I said, Admiral, you

b

probabkly think about as much of Iormer congressmen a&as

T ¥4 [ [ b s 1q . T T S T e
Jo, former Admiralz, And he rollsc ouft ol LI Toall
Ty 3l - 1. - = 1~ = =l o - -~ —
howling laughing and it hag been that way evar 2incs

trving to learn about this industry and heow Izst &= is

_ learning, Helmut Merklin puts out an abundance of charts

and graphs and he floods us with them. If we had as much
511 production as we do production of charts coming out
of EIA, we would not have any problems in this country.

But there is one chart he gives the Admiral and

' mo eﬁéry Friday morning and I have noticed, and he has

never heard we say this, but he puts that under the glass

“-Aon_hisfdesk.r It 15 before hlm all day long 51lx or seven

days a week -and that is Helmut's chart, he puts out on
how many selsmlgraphl crews are working, how many rigs
are working, what is the price of oil?

. That -is the only document that is under the

:glaso oov T of hls desk and of all the problems he

hOfflEE about,rI think.it is partic larly heartening tlex

'”fhe takes a very close 1ook and keeps up with Lhat ‘And he

iknows what is, g01ng on and he follows 1t very closely and

I have got extremely hlgh hopes that he w111 be able to

dedicate his tremendous resources tc working with the

EXECUTIVE COURT REPORTERS, IﬁC.
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indust ry in finding solutions for scme of the problems
that we havé?

He falhked abour A natlonslomnEogy bdlan. £
snome, thisking back o the dayves of this last time that we
saw 2 naticnal enargy plan, wﬂﬂt that meant was
réguiétibhéﬂand'éontrois. And that was.the first thing
whern he said that, I said, whoa. 2And we saf down and has

a long conversation and T SOQD found out what he was

talking about,

He iz uszed to grand strategies, when he was the
Commander in Chief of the Navy and he is used to having a
game plan énd]then‘working that game. plan. He is dead

right; Sometimes”we get éaught in the thick of battle of

trving to get the natural .gas bills through, and we gsat

‘canght_in_thé ﬁhick'of,battle trying to get the
_”re51dent & tax 1ncent1ves through and we Lose sight of

where is thlS play in the blggel plLLure?

He sees the big picture and so we are going to

“work‘qn the big picture, and I have recruited -- I can't
hname this mQ;ningL_bdt hhen that name. comes,out, yourwill
rbe'verffimpreésed.;f we found ‘the numbpr on$ parson in
'LWééﬁihgfdnitﬁéf?wéfééuid"hi%é’aﬁéy'from'é.job;payiﬁg

‘three_timeé more money to sit down and help us develop

" this hational enerdy plan.
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And we are not talking regulations and we ars
not talking aboﬁt controls. We are talking about
production, we afe talking about delivery, wa ars Salking
about doing away with laws that impede it and
regulations. We are talking about a document Lhat wWill
become ‘a éfratégy:thaf %e act‘off of, every day, with the

— il — - Lt - 3 et
press and with speeches and the Congr

53, aud, yesg, =Vei

¥

the courts, as Wé ére‘even"using'the Justice Department

as.a part of that -strategy.
vhere Wa are golng to be constantly telling the
American people, this is what we should be doing for the

energy independence of.this_country, for the quality of

'11fe of itg citizens and for the competltlveness of our

businessAand industry. And that was some of the battle

'that we jus* got 1nto, and the Shoreham Power Plant is amn

'e\ample of that.

And you are g01ng to see an act1v15t
department, like you have never seen before. As we

develop_this epnergy plan, we are going to need your help

in d01ng 1t to be sure we are rlght and then you are

+
-

£

goln Lo see ‘us go to war, da3 in and day out, with th
éﬁérgyﬁplaﬂjés&ou;ﬁweapoh;aﬁd~our strategy, to help us

bulld a true energy'pollcy in thlS couﬂtry, something I

‘?;don t thlnk has ex1sted ‘since’ the last one that went back

in the mid-'70's, which was, I thought, dea d wrong.
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CAnd s0 now, wWe are going to trv to do one

absolutely right, with vour help.

T . T I L. S, S T - -
JOiE Lasoon, Joe SLanG R Vs el o = LT
o R comey Ty e 1 PR REE: - 1 1A 3 mmom ] [ = Ty oy [ R
C.i2 o@pecial aszistdint o tie AdIras, ©0 e Ls8Cil2oiall

and myself, who i1s going to be thwe person whe is colng o
X =] ‘o =1

be the contact point between our office and between vou.

ct

And I was told ves

e T - B R s [ [ L -~ S
erday oy Lod, whe didén't beglleva all

of the tﬁiﬁgs that wé‘ﬁefexteiling him, we are going to

“be doing, sent us a letter asking us to do this. Listen

at

5
o)
ct
-
o
.-1)

we are understanding bureaucratize and if tha
you need, it is what you are going to get and Joe is

drafting the letter. And we come forward asking you for

specific things;

First of all, to give us the whérewithal and

_ .the ablllty of your talent and resources to WNOrkK wi t us

. ,on a regular ba ig ‘as we develop this natlonal energy

plan. And We wtll laj that out for you and we will lock

for you to contact us back and tell us, would vou want to

_come_meet}with us.monthly? Do you want to form a
ngmmittge:to_qQ_that qnd_have that committée meet with us
Vﬁonthl*?“‘You te‘r-”s, but 1t ts goi 1g‘to-be a reguiar
Wrthlng where‘you‘come and 51t down w1th us as we develop

this.

‘Nimber two, Aséistdht-ﬁedretary Allen Wampler

“and I visited this last week and I have asked him to

EXECUTIVE COURT REPORTERS, INC.
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prepare and he 1s working on it now, a list, an anaiysis

~.of all of the research and development projects, we are

e A e e e TR m ;e -y . T am sume et [ P, P I R T I
doling in the Department of Dnerygy o evar aave 4Lz, o

ot

Jdeal with oil and gas. To analvzs thoss for me, Lo

me which were good, which were bad, which ought to be

“continued, and which ought to be dropped.

But more importantly., to go back and take off

" the shelf, any idea anybody ever had where we could play

"'a part in tryving to develop new science and tecéhnclogy

that would be of assgsistance to your industry.

And_so'we charge you with that as well, tell

o us.. What can we do. Lo be of . help° What consortium can we
_help form? .What:unlyer31ty can we help fund? What can
-we‘do of'ahy proéramlto'help closé‘the.gap pbetween the

.. price  andthe néedtfortprOductioh-by-increased

tééhnology?

And thirdly, I was at the White House last
Friday and brought this up and'suddénly the White House

is beginning to look at the Admiral and myself as being

;1réél'advocates?for theuenergyvindustry because we were
(jp01nt1ng out thlngs to them that they hawe not heard in a
'ﬁlong while. "Such,:as OPEC and ‘the fact, that OPEC does,

--,1n fact -control prlces when they w1sh and usually they

- ‘..

wlsh. And the Lact that our 1nfrastructurd of this

<

country, as Bobby Parker is, pointing outq ig i1 sericus
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18

things where you can be of assistance of us, so doi

rate. of decay.
" We were, and I think stiil are, the 1leaders of

1d exploraticn and

- productioh: - We cannot let that technology slip away.

You heard the Admiral's thoughis oo vtechnology,

| S, the question.ie;.are.there'markets-closed
to you around the world that we need to open Lor you and
to'help?e.And there_is;one‘country;:in particular, that I

was in a secret meeting at the White House, that I can't

rt

all vou which one where that is the case, and I mads thz

point the National Security Staff made notations of that

point, that that was somethlng Lo cons;der.

. And I sald 1ook _1f we don t have the

abundance of exploratlon and production in this country,

- -Amerig¢ans bhe doing-it ' and American companies be doing

it -- the service industry that Bobby talked about. And

so-we need your help there,identifying those problems and

. those markets..

. And that is Jjust a start. There are many

T
[

b1

if3w&1tmhﬁfiitﬁ§%f@ék%Ydd;“taékfusr-‘It.is:a-tWOiway street.
'Come back and say Henson,_you are all wet on this, or

:ﬁAdmlral WhY‘dOﬁ £ you 1ook into that? "We are here and I

thlnk that vou are,g01ng to find that we are goling to be
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f yours, t“d we will be defending you and

working with you when you are right and we will try not

B T T T e R . Yo b e, was R Ta i o

WO VoW ars wWrong, DLWt D

[

2 - Ta . £ Cmn -1 . : Tonm — 5 penn e P
And for those of vou who don't RKnow muco a2out

me, I was reared in the small town of Egberry, Louisiana

on the Black Bayou oil £i21d, where my daddy was a

'froughheck-fbr Standerd Oii and Gas Company and goes back

a long time. Not even Lod Cook, who is one of Louisiana'
most famous sons, I don't think knows where Egberry and

the Black Bayou oil field is, but I did, that is all that

"I saw for a- long, long time as I grew up.

'Those feelings, those impressions, are forever

embedded in my heart and eoul I just want you to RKnow

< that. for all of. you . who, helped nme for those many, many

“years, I'am golng to do everythlng that I can .to'never

forget my reots ahd where.I caﬁe from and howrl can be of
help to you.
Thahk you very much.
,CﬂAIRM;NQCQX:i‘Thank.you'very much, Secretary
Meote, we;wlll 10uk forhald to beln\j your ﬁartner

‘?“The main 1ssue that the Coun01l has dealt with

“Vthie,past few months, has been the NPC commlttee on

pétfdiedm storage and transportatlon We are very

indebeted to 3ill Swales of USX for having chaired this
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indebted and I would like to eall on Bill, righi

W=

.

,committee_and Reaid Jamin for bkeing chairman of the

coordinating subcommittee, for the amount of work that

way as well ag thoese from the department, we dre very

- = T
~

this report.
STATEMENT BY WILLIAM E. SWALES, CHAIRMAY,
" COMMITTEE ON PETROLEUM STORAGE AND
 RANSPORTATION. -

Y e 1 Ay 1= T - R L S T R bt t
MR. SWALES: Thanl vou very much, Mr. Chairman,

 ladies and gentlemen.

I;see\as;usuelswhen I get up to,speak‘and.giye-
a report, eyefybody starts. walking out of the. room, S50
hold fast), wouldwyouzplease?

‘uflfamipleased“to:present.for your approval this

morning, our comittee's proposal for a final report,

entitled Petroleum Storage and Transportation. And as

" you know, this comprehensive report is being issued in

£ive volumes.  Voliume I the Executive Summary; Volume IT,

;rSYStems.Dynamiesr“Volume-III,;NatUral Gas Transporation;
: Volume IV Petroleum Inventorles and Storage} and Yolume

-'ﬁj Petroleum quUldS Transportatlon

The Counc1l has approved Volumes IITI, IV, and V

last December‘as an 1nter1m reporu. Todag we. are

_conside:iné approvalslof_velumes‘l and II, that. along .

EXECUTIVE COQURT REPORTERS, IN
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" report of the committee. Drafts of Volumes I and II were

Covour. review, and =wtra coples are in front of vou.

1
h
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3130, in front of yvou is

transmitting the report to the Secretary. And by way of

-

background, the Natiocnal Petroleum Coun ¢il s current

“study of U.S. petroleum inventories, storage and

transportation, was imitiated by a request from the
Secretary of Energy for a pONQLGhClSiVE updating of the
Council's 1979 report, Petroleum Storage and
Transporatlon Capaeltles, and its '84 report, Petroleum
Inventorles and Storage Capac1ty |

The three volumes approved last December,

_essenti‘lly were a responee to tﬁat yort on of the

Secretaryfszrequest. And addltlonally, the Seeretary
reqguested that the current study place more emphasis on
describing the dynamics and interrelationships of the oil

and natural gas delivery systems, particularly during

‘_perrods of stress,

Volume,TI System Dynamics 1s our committee's

fﬂforoboéedfreepohee'toethisieecohd porticn of the

Secretary 2 request And for your reference, the

:Secretary s request letter 1s in Appendlx ‘A of the draft

volumes before vaou.
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Soncw o pragent a Lrietd avarvisw of

,2 ‘fhe commitfee‘s o§eral1,feport._ A review of Volume T,
3 the report of the'executive summary, I Shink iz a ;5:;
4 - .~ vehicle te start from as it pfesents the study '8 primar
5 conclusion and brief summaries of Volume II through V.
6 S 1 will'first_cover the summaries in Volumes
7 TIT, IV, and V to refresh our memories on thesz detail=sd
_8;-‘. ,‘documents.' Then Izwill address with_Volume ITI and finish
-9 e --with our- ¢onclusions. |
.10 Volume IIT, Natural Gas Transport &t*wj
11 7' 'describes_the industry as it exists todéy and analyzes a
-iz '  ' ':series of‘stress casés for 1992? Sections on the history
R a3 e of- thelndustry “and 1ts éhangiﬁéj fleg.;ulatory en\-riron'ment
14 o |  ére used.to provide;a préspective théﬁanalysis.
..15‘—  >-.”=- ;k'm;.; To establlsh basellne data for the analysis,
fls"*r.a_.,the VPC surveyed.approx1mately 80. natural gas
17 transmission and'storage companles to determlﬁe the
_18. o capacities of major pipeline segments, interconnects and
19 .. storage sites, asrweil_as peak shaving LNG information.
20... ) _HIhglgg;veygralsq_gollegtgd_data on the 3TU content of the
' éi-<' ”:' léééTiﬂAéaéhﬁ%féﬁéﬁ and‘iﬁéJﬁEIatiénéhip 5e£ﬁéén average
‘aégQHJ;;ﬁﬁ;Hﬂqapﬁdfyqﬁa&ffeﬁuiréﬁéﬁts;'aﬁdfpeék;Janﬁary day
23 ‘ requlrements,;_
24 Sﬁ@“ﬁij‘€ ﬂf?f€. Wost of the major 1nterstate transmission
g 25 companies and large storage companies responded.
b, . , : i _ , . .
3 ‘ : . . :
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'Informationlavailsble from. the. Fede ral Energy Reguiato;y
Commission reports and America Gas Association
cublicationsz, wers utilizsd Do sUpplanzint fine QALE Wnell
Necessarsy

These data proyide the bDasig for many oL Tug

maps and tabular material found in the Volume as well a

[ (b

the input to the linear progrﬂnmlug model ubtilized in

ot
=
"

'analySLS.

The ability of the natural gas pipeline network
to satisfy demand, without considering fuel switching

capabilities, was modeled under a set of cases, comprised

~of a typical winter{ and a series of assumed stress
conditiens within a broad range of supply and demand
_projeétions. Conditions for both 1988 and 1992 were

:7ana1yzed.

'iead:demand'pfdjeetiOns,f16.5 TCF, was derived
from arforecast prepared by Data Resources Inc., and the
high demand projec¢tion, 18.7 TCF was derived from an AGI
forecast.

.The,low.supply.and-high supply.projections

assumed annaal 1oner 48 productlon to be 1n tue range of

- 15 to 17 TCF respectlvely And rather than dlscuss the

overall conclu510ns of each volume separately, they will

-hbe jOlHtl} addressed in the overall conclu51ons of the

presentation.
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Velume IV, Pe ‘oleum Inventories and Storages.

andlyzes inventory and storage capacities for crude oil

end the principls petroleum products i thes Srimary
~distribution system, the secondary distribubtion and (ks

tertiary storage segment,
The object of the Volume was to determine the

volumes of petroleum that could be available in an

. emergency, estimate new minimum operating levels for the

primary system and determine the amount of petroleum

storage capacity in fhe United states. Additionaily, the

-impact.of petroleum futures and forward markets and SPR

on 1nventor1es were examined.

Wuch of thlS data was- collected by the survey.

- And the prlmary‘dlstrlbutlon system 15 compogsed of
-Irefiﬂeries;rpipelines;-and~terminals:.Each of the 381

" ‘companies in the primary system was gurveved -for detailed

information on inventories and storage. The secondary

distribution SYStem consisted of small bulk plants and

“retail motor fuel outlets. A statistical sampling
4techniquewwas,used-teﬁestimate‘inventories and storage

capa01t1es for bulh plants.:

Approx1mately 2 000 of the 15 000 companles

,belleved to. be operatlng bulk plants were surveyed And

estlmates for retall motor fuel outlets were based on'

publlshed‘l;tereture‘and_dlseuee1ens with industry

EXECUTIVE COURT REPORTERS, INC.
{301) 565-0064




| ()

'._a .' .

11

12
13
14

15
yg

17

18

19

06 -

g

.23
e

co24n

25

(i

¥
3
[N
k
ot

)

And the.tertlary or consumer segment was
draldedrlﬁto seven sectors agrlculture, commercial,
lectrioal wtility, industrial{ military/goverament, and
regidential and transportaticn. and estimates oI
inventory and'storage-capacity were made uging available
publio data.. |

The inventory and storage capacity estimates
are compared to those in the VPC s l84'report and the
ohanges along with the reason for the changes were usead
to describe the forces that shape inventory and storage
mahagement,

.W_I,Would_just 1ike‘to;pause-now,rif_1 could, and

note that this Volume is dedicated to the memory of

“Donald:Brenowitz,_who'passed.away during the course of

“othis” study Donald uas'withrshelltfortalmoSt'32 years

and he part1c1pated in prev1ous VPC studies, as well as a

member of the task group that prepared thlS Volume

Don hllllnglj oontrlbuted hls axperience,

practical insight and good humor to all of us, and I

”thlnk ‘he will bé missed.

lfPetroleum V Petroleum quulds Transportatlou

presents 1nformat10n on all folms of transporting crude

'oll reflned petroleum products and llqulfled petroleum

oases,.the gases These include plpellnes, tankers, the

,EXECUTIVE_COURT”REPORTERS,.INC}
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barges, tank trucks and raiil

cars. Al
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1 data

for

'pipelines were developed_by'an NPC survey of the major

setroleum transportaticon companies in the wni

Capacity data as of December 2lst,
collected from common carriers crude o011, pat

Volume. Nationwide maps of each of these svsiems ars

' included.

For crude oil and product system,

-'~products,,LPG pipeline systems and were presehted in the

regional maps

were prepared by the Petroleum Administration for Defense

plpellne centers ‘are also 1ncluded

- In addltlon, capac

1ty data

loﬁgti

:'.District in-detail. Area maps for major refining and

tude aﬁd

‘latitude data for pipellne recelpt and‘delivery p01rts

_ were collected to ald the 1nduetry anqu51s and computer

draftlng some. prlvate ‘as opposed to common carrier

plpellnes are also 1ncluded in the report.

And the crude oil field lines and gathering

systems are excluded. . The water borne transportation

portlon OL the Volume updatee the“79 NPC 1nvent01y of

':?Téﬁkefefénd:doﬁestictiﬁlaﬁd'

waterways. .

marlne petroleum transportatlon equ1pment 1nclud1ng U.s.

It elso.examines the waterway navigational

“gtriuctires, and constraints on the water borne

transportation industry arising from the various
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egulation and 1nsnilir1ent or ottn'ded inland waterway

"and:harbor fac1lities._lThe tank car transportation of

the section of the Volume analyzed the U.3. tank, truck

and rail Vehicles that might be called upon to safely
haul petroleum products in the event of an emergency.

This completes my . ovarview of the three Volumes
welapproved last December. Building on the detailed .
description and capacity data found in these volumes, the
stnay gponns_then-deyeloped_the_tWo Volumes that you have
before vou today. 1

Volume II, System Dynamics, is a detailed

analysiS'of how.the U.S. oil and natural gas system

© works, both in' normal- times and during periods of stress,
“when unusual occurrences severely hamper normal systems

. operation

The Volume summarizes major changes in the

distribution system since 79, 1in the evolving petroleum

rindustry conditions that stimulated these changes. The

Volume assesses the adequacv of the 0il and gas

distribution system not uﬁly to meet Current neads, but

those arlsing from the Energy Information

dminlstratlon 5 progections for 1992 of the oil and gas

demand

'jlniihisttndy,;the_oil.and gas supply or

distribution system definition was extended to include
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refineries; imports, and trading a

‘transportation ‘and storage facilities. In degcribing how

I}

PRI B
.

the system operates under normal conditions,

o
VK]
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s

rn
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a DY

summarizes these facilities and functions a
describes some of the economics that control theilr
utilization.

Fuel switching and electric utility flexibility

‘are also addressed. Numerous maps are also included. A

major part of the systems dynamics volume is a detailed

analysis of a range of possible industry responses to six

unlikely but highly stressful situations. The supply

system s ablllt} to malntaln consumer 011 and gas supply

under these stress condltlons, NOW and in 1992 is

assessed

And alsu 1ncluded 1s an. esamlnatlon of sev eral

.recent actual stress 51tuat10ns as a backglound for the

discussion of the hypothetical stress gcenarios.
It is important to note, for those outside the

industry that even under typical conditions, the system

'.responds to a constant stream uf manl stresses, such, as
.freflnery.dewn tlme, mlssed plpellne dellverres,
*rfunexpected changes in- weather, and-oceas10na11y the
isystem 1s faced w1th more serious. stress condltlons.‘ A
idegree of " stress is- normal in the 1ndustry but few stress

situations result in gseriocus supply problems.
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In fact, the consumer rvarely feelsz the impact.

"The industry reactions of stress situations'of all

magnitude are. the aggreégate result of thousands of
indépendent competing company decisions and reilect
classic supply and demand economics.

Strained supply results in higher prices, and

the higher prices call for incremental supply from a

. variety of sources that might_not otherwige be

'attractiVe;‘incrémentél_Qil‘and_gas supply can come from

storage, or peak shaving, imports, or increased refiinery
production.

Higher prices also make it economic to move

-productafrom‘adjaéentﬁareas;4or‘to switeh to alternate

- fuels. Let's nowibriefly”discuss each of the six

hypothetltal scenarlos ‘and summarize our findings.
chnario I e\amlnésrarmajor 011 1mport
disruption and_initiating a‘draw down to the strategic
petroleum reserve. This scenario tests the system's

ability to handle a 90-day disfuption of foreign crude

'6il prcdﬁcts“importsh totalling:3 million barrels per day

“J?hb@, and 4. S'MIiiioh;bafreIéfadday in 1992.

‘We belleve that the comblnatlon of SBR

-1nventory backup and the ablllti of the system to shift

”ﬁnproduct from..other parts of the system permlt coplng

with even such large crude 0il losses.
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Scenario Il tests how the supply system might

cope with an HHUSuallY servere winter,'with temperatures

aﬁeragfﬁg 10 deglees eolaer than normal for 90 days or 2€
lder than no:mal for'JO_daQs Chioughoutl Che
tatel-nation.

We conciuded that the current supply system

with the 1mprovements now in progréess is fully capable.

of handling the severest weather conditions we have

-experlenced in over 50 years."

Scenarlo ITT 1ooks at a 30~ da) r‘anac‘Llan gas

import disruption. This scenariec analyzee the effect of

'é“50,percent-lbss in gas imports for the month of January
-xat;each.of_theafiye‘entry pdrts.betWeen Canada - and the-

United States. .The assumed reduc¢tions, for the purpose

of this scenarie, was about 2.3 biilion cubic feet per

of 50 percent of the gas normally 1mported from Canada

for 30 days without 51gn1f1cant dlfflcult} However, the

,Canadlan natural gas shutoff scenarlo may pose a

tempdrary’problem for the west coast, if sufficient

'*Uﬁétur317éde‘is ndtain*storége'at thé time of the

'_Ldlsruptlon..

.Scenarlo IV tests supply svetem capablllty to

: feepond”teqe,gﬂedayjshgtdown of a major midwest products

pipeline. For the purpose of the study, we examined the

- EXECUTIVE COURT REPORTERS, INC.
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conseguence of explorer pipeline being shut down and this

:pipelinerdeliVers about'360,000 barrels per day to the

Gidwest from Lhe U.S. Gulf ccoast. This ig an inporiant

products supply pipeline for a high consumption area.

We believe that the loss of a s3ingle pipeline
into the mldwest for a 30 day perlod could be handled by
a combination of normal industry operating practices. i

| Scenario V analyzes a shutdown of deliveries
ftom~the‘Trans-Alaska pipeline system for 30 days. TAPS
is the largest through-put crude oil pipeline in the

”nited States, carrying an average of about 2 million

barrels per day for trans shlpment to the west coast,

'gulf coast V1rg1n Islands, and Hawall. ThlS constltutes

‘:about 15 percent—of'the total U.8. crude oil demand.

he concluded that whlle a dlsrqptlon of the

TAPS would result in hlgher costs to the market place,

essential supplies needed would be met asgsuming normal
world crude- oil supply availability egspecially in a

current.disruptlon. However, the loss of TAPS supply for

?0 days 1n 1992 could pose a. substantial more serious
'ploblem, whlch could be felt by west coast consumers for

’;QQVeraigwéekswlﬂ"*

The Mest coast resupply problem w1ll become

‘more dlfflcult in 1ater years,'as prOJected Alaskan

productlon drops and west coast consumption increases,

EXECUTIVE COURT REPORTERS, INC.
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leaving significant less oil in transit to destinations

east of‘the-Rockies to provide continuity in the'early

" days of the_cutoff.

= . ERRY -3 4

A8 @il oOor s 4drs Wa.i. aware,

=

sloge to reality a few weeks ago.  And

}.._l
et
Ci

= I =y v
nroroulide Al

(I'J

the transmittal letter before you discusses this matter,
and I will address it a little later in my remarks.

Scenario VI examines the crude oil import

' disruptioh.__This”final stress scenario tests options

available in a case of a 30-day disruption of Canadian

‘crude oil imports delivered via interprovincal pipeline.

This would result in a 500,000 barrel per day

'_erude-oil loss-lq-the upper midwest. ~We believe that for

most of the midwest, the lost Canadian crude oil could be

quickly.replaced'except-for the Twin . Cities area. By 1992

-replacementiof the Canadian volume in kind more

difficult.

Incremehtal productions by preduct inventory

draw would be required to bridge a 30-day loss of

‘Canadlan eride’ dil”'

These bllef summarles of‘how we cou}d

neffectlvely handle these scenarios may give‘some of you a

_‘mlstaken 1mpre551on that solutlonS'are.simple. As we, in

industry Know, there are often are quite complex, as

EXECUTIVE COURT: REPORTERS, INC.
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It ie.also_important'to'recognize-that these
gcenarios tested the ability of a system to‘movercrude
il product and gas durlng perlods of stress In all the
scenarios, supply-was expected to be available in the
system. The'StudY"didlnot'consider situations that were

beyond the praotical ability of the system to solve. -

.-8uch as, a- situation that may trigger international

' obligations uader the IEA treaty,

Thase are preblems for governments to address

with industry 1nput Even in these situations, the

supply system would prov1de fle\lblllt} to efflClentlv

rdrstrlbute'avallable supplieés. This - leads us to the

report's primary conclusidnsi

In Volume II through v of thle report, we have

U dvaluated the past performance and future potent1a1 of

the nation's oil and gas storage transportatlon aystems.

And the NPC study found that the nation's existing supply

' and storage system for both petroleum and natural gas to

be both eff1c1ent economlcal, reflecting the industrv’'s

'jmhlghly competltlve‘envrronment; o

For thlS ana1y51s we have drawn the-following -
spec1f1c conc1u51ons and- because of their importance, I

belreve,that;they:hear;repeatlng verbatim,

EXFCUTIVE COURT REPORTERS; INC.
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The first conclusion concerns_the status of the

industry's 1nfrastructure '"And in looking ahead through

the vear 1992; the \PC woncltdes that the complex ©il and
ural gas supply end transportation and distributicon

network can continue to meet the nation's oil and 5asz

Despite the turbulence of the past decade, with

shifts in demand volatile price swings, and declining

exploratlon and productlon act¢V1t1es, and shifting

product mix, the storage a“d transporation syatem was

able to supply the nation's needs for oil and gas with

minimal interruption or inconvenience to the consumer.

. To ensure continued efficient service,

‘[economically'feasible-modifiCations and additions to the

present network should be permitted, and made to the

’SY§tem5tﬁdt'dénsiété'bfiﬁrﬁﬂerbil product pipelines,

natural gas transmission, rail and truck service, and

_terminals and storage. One exception, to privately

financed expansions and modifications to maintain

Viabiiity {8 needed for major public works investment to

Yﬁmbdéfhiﬁé*éﬁdfupgfade-détefibrétihgiandfOUtmodéd inland

‘Watgf@ays and harbor fa0111t1es

The study empha51ze5 the value of flexlb'-'tv

“-and 1nterconnectab111ty of the natlon s current networh

of oil and gas’ national supply system, the storage and

CEXECUTIVE COURT-REPORTERS,'INC
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thie transportation system. This flexibility calls for

-orompt'and“efficient5adju5tmenttin reeponserto either

gradhally'aalf 1ng sSuppLy oemqrd patterns cr very abrult
changas in thre market place.
The supply system has the ability fto respond

with a variety of alternatives to resolve potential local

- a

regional or national shortages.

“The ablllty of the system to supply oil and gas

to the consumer in -an emergency is demonstrated by this

study's analysig of a variety of unlikely to occour

eituations. And barring a severe disfuption of the
'Wofid's petroleum'Supply, extended eupply shortfalls in

" the' Unlted otates are’ extremely unllkely

The second conc1u51on is on the role of market

hf01ces.  The dxnamlcs of the flee mar het had been vital
i.to the 1ndustrv ] sucoessful performance in the past and
 will be equally critical in the future. Investments to
-accommodate changing supply patterns as well as
readjustment‘to move Volatile shifts in supply and demand
‘patterns ars more llkely to occur promptly mnen free
_hmalket.toroes ale-not dlstorted by prlce or allocatlon

Fregulatione;or;regulatdryjdelays,"7

The major concerns raised in this study are

*?p0551b1e constralnts on the 1ndustry ] ablllty to adapt

to a changing bu51ness environment and they are generally
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58
related to the_uncertainties growing out of the ongolng
or proposed leglslatlve or regulatory 1n1t1at1ves

.The. operatlon of the supply system is

enormously complex -and reflects the independence act ilons

of thougands of individual companies, many of whowm are in
direct competition.- Competing companies make independent
decigsions based on their own economicg and their own .

views of the future. Nevertheless, the aggregated system

_reacts predictably to economic incentives.

#istory indicates that the gvstem responds

[".

vigorously to fuel price differential as small as a

fraction of a=percenta-f

Our third conclusion ig about the natural gas

systeml; The ongoing process -of deregulation is

1ncrea51ng oompetltlon w1th1n the natural gas industry
'and should ensure a flexlble system that would allow
'naturaligas to assume-a-grow1ng role in meetlng the

nation’ S future energy needs.

The natlon S natural gas dellvery and stOLage

'system from hell head to the nltimate customer, has
'demonstrated 1ts ablllty'to respond to changlnc regional

u;jdemand patterns. Slgnlflcant new natural gas - marhets are

developlng Where the constructlon of new pipelines is.

ﬁrequlred to serve these markets, such as.the northeast,

Florida and the west coast numerous regulatory approvals

EXECUTIVE COURT REPORTERS, INC.
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needs tb‘béfA . ed promp*iv“to ore”-uo‘ tottieneok5;
And‘seasonal demand 1eveis for gas fluctuate

mostldramatlearT} and more dramatically than petroisui

Lets ana tis ulettm canncth rely o0 duapds

~

e
Fy

reak demand levels. This resulteg in the need for

-

substantial peak storage.at a significant capital
inventory and operating cost.

. A Key issue is the allocation of these costs.

" And the'natiou‘s;existing pipeline network has sufficient

capability to meet natural gas demands through.at least
1992, and this assumes that the supplies are availables to

£i11 seasonal stOrageiat the beginning of the peak

ﬂ_:seasonsqu.New-pipeline debottlenecking, proposed by the

industry are constructed without undue permitting

difficulties or legislation problems. And supplies to

'”idﬁsiaméfé?wiéﬁ interriptable supply contracts may be

. curtailed during the peak days, however, for the lcnger

term, the 1ssue of storage must be addressed in order Lo

aesure that peak seasonal supplies will be available.

The fourth concluelon has to do with 1nventor5

-“'to be an adequate cushlon agalnst short run 5upply and
.demand 1mbalances. Inventories of crude oil and the
‘principle. petroleum have declined slightly since 1983,

and the study examined minimum operating inventories, the

EXECUTIVE COURT REPORTERS, INC.
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level below which operating problems and shortag
bégin to appear in the distribution systemn.

In aggredgate, minimum cperating inventories

g}

have changed less than 1 pereent sinee 19832, The change

0
w
'.A

in inventory levels that we see reflecits more diversified

‘domestic and ‘global supply. sources and the speed with

which'the'system can respond in increasingly .
sophisticated inventory management.
Our fifth and final conclusion concerns the

ability to the nation's petroleum distribution system Lo

handle the release of SBR ©il. The strategic petrolem

reserve provides some valuable insurance against the

major supply disruption and the NPC concurs with the

”»Department.of Energy'policyVOf early'and-maximum release

of - 8BR 011 in-an- emergency situation.

A prompt de0151on to draw down the SBR 011 is
essential to-minimize supply disruptions, as is the rapid
implementation of the‘bidding award procedures. In the
event of'a mejer curtailment_of crude oii imports, the

nation'“ network of crude oil distribution and refining

tfac111t1es has the capabiliuy of accommodating both the
Lﬁcurrent 3 6 million barrels per day and the prOJected 4.5

'million barrels per day '3BR draw domn rates.

~Tﬂipeline,and]marine,transportation allow. the

-,greet majority'of refining capacity to physically receive

"EXECUTTVE COURT REPORTERS, IN
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S2R oil. Tarough trading SBR oil can, in effect, ke mads
available to virtually every U.g. refinery.

This completes the review of the drait report,

- . o ST ~yy 74—_1 N T o~ - b T T
so let us-now turn Lo the propoged Dransmittal Lebttar.

Thz surpose of this letter is to formally transwmit this

report to the Secretary of Energy, providing him with a

brief overview oif the report's principle conciusions. Az

: you have just received the draft letter this mornlng, we

‘w1ll review it for a few minutes and you may want to

follow along with the copy that is on your table.
The'first paragraph presents our overall
findings that the complex but flexible oil and natural

gas’suppiy and distribution network can be expected to’

~ continue to meet the nation's oil and gas needs under a

hw1de raﬂge of eondltlons.”

And the second paragraph dESCr;de as I did
earlier, how-the system operates under normal and stress

conditions. It highlights the dynamics of the system.

_‘And also, as I noted earlier, the recent disruption of

w

w
oT

of tle report s conclu51ons

Therefore, I asked the study s coordlnatlng .

subcommlttee to take a qulck 1ook at what occurred in the

'“_ﬁwest coast supply 51tuatlon,,recogn121ng that the facts

are stil émerging. We neceded to be assured, that in

EXECUTIVE COURT REPORTERS, INC.
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s analyses are still

valid and the,anewer_is still definitely, ves.

The final paragraphs, I would suggest, rather
than me read ttem,.you can all take & f2w momencs Lo read
those vital paragraphs of the suggested letter. I don't

think.that there is any need for me to read them for you.
Obviously a report of this scope and depth
required a significant commitment of resources at a time_

when we all had lean staffs and I would just like to- give

spec1a1 thanks to all of those who made this comnitment.

CFirset, I would like to thank the members of the

council for responding to the various surveys and for

.providing the personnel.for'the study groups.‘ And our
group was ably . assisted by a coordinating subcommittee

~and four tasks -groups.

*i'ﬁoﬁié“iiké“aiéd to express my appreciation to

'DOE;‘particulafiy_EIA,'for their considerable support of

the study effort. The dedication to this effort by all

of the participants has been outstanding and I can

-”befeonnely atteet-to this dedication, having attended
"quuite A few of the coordinatlng subcommittee meetlngs. I
-n}can o 51ng1e out everybody, but I would just 1ike to

.tecognlze the government co- chairman of the commi*tee,

HHelmut Merklln the Adminlstrator'of the Energy

Information Admlnistration and all of the other

EYECUTIVE .COURT REPORTERS INC.
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government co-chairmen who so ably served

jo
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subcommittee and the task groups. .

Ths Chairman of the cgocordinating subcommiticz,
ot

w5

- e T I | [ PR T T S
athons Fmerald Marketing;

Rivad Amin, president of Mar

.
b2 L = = 11 P S Ty —n o oy = - = 1- PR oy =T e wrr - oan
Chairman of the syvsestems dynamic Task group, Dave d3yward,

‘vice president of supply Mobile: the chairman of the

natural gas tra “"poltatlon task group, Ron Burns, U

ﬂ;

‘president - of interstate pipelines at Enerod; the chairman
"of inventories and storage task group, Bruce Rollick, the

vice president of supply and transportation at Chevron;

and last but certainly‘not least the chairman of the

llqulds and transportatlon tasL group, Don DeBars, the

- pre51dent of Santa Fe Pa01f1c Plpellnes

Mr; Chalrman, thle tompletes my presentatlon

._and I move that the Vatlonal Petroleum Coun01l adopt the

proposed transmlttal letter and the five Volume report of
the committee on Petroleum Storage and Transportatlon,

subject to final editing as its complete response to the

_Secretary of_Energy's_request.

3 Cdll IA ‘COK E Thannryou,.Bill.

iDo we hear a secondl

VOICE:- . &econd. it. . -

| CHAlRMAN COX: IS there any discussion?

”fEaf'“

EXECUTIVE GOURT REPORTERS, INC.
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VOICE: I would like to congratulate this

committee on the extensive work that they have deone. I

'will confess I have not read every line in these reports.

-And maybe there are others here that have done so.

It seems to me that we have responded (o wiat

Secretary of Energy asked in 1987 but Bill Swales made

mention of the fact that the reports does not cover the_

wnatever the sharing arrangements we have under the

'-international-energy-treaty in the event of an import

supply disruption of some proportion, other than Trans-
Alaska pipelines.

'And‘I,'for one, do not have a clear idea of

what‘commitmentsrthis5nation has‘made as to the draw down

of. the 8SPR en what might be within our boundaries a minor

supply disruption. But as we know, Europe and Japan are

~far“mbféhaépéndéﬁt*bn'oPEc”Qil"than'we-are and on the

assumption that if there were a‘major suppiy disruption
in the world, it would affect them far more than it does
. |

We are involved somehow in a sharing

arrangement ‘that I don't’ understand and that- would make

.:the probablllty of the effectb on . our SPR muth more
probable than we - mlght otherw;ne thln And this is an
answer that tﬁe State Department and our Department of

Energy, they know what commrtments, what practlcal

-.EXECUTIVE‘COURT REPORTERS, INC.
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commitments we have made and I for one, would like to sese
a statement coming out of our government that would hest

~help us to understand how-deep in the soup w2 might be.

CHATRMAN COX: . Well, Bd, I think your reguest
ig in Line with what Secretary Wathins would be asking

for us and things like that and I believe that Allen

Wampler is the man to carry this message back and I think

. your comment is very good. §o thank you.

' Any other comments or guestions?
Yes, sir?

'MR.'LIGHTBLAU:-HaVing testified yesterday at

. the hearing on the Senate, I am a little puzzled about

one sentence in here. Price will be a necessary and

effeCtiQe'mechanism to balance supply and demand. That

was e\actly what- came up yesterday

' The questlon wae, dld gasollne prices rise as a

result of the Alaeka 011 splll and thlS sentence could he

mlslnterpreted by saying, yes, they what was necessary.
Oul tnought at the heallng was that gabollne pr;ces rose

a7
S

because of a very 5haro increase in crude oll prices ws

{ L‘

i before thlS, but thlS sentence seems to me to he used in

Lo, BOME: WaYS, . "

MR. SWALES: “John, you are no doubt right. If

'f}thiloQk ethheetfeﬂde;'the,geeoiine prices started

rising before the disaster in Alaska due to the crude oil

" EXECUTIVE COURT REPORTERS, INC.
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p110e9 that had gene up about $5 a barrel and -I think -
that we might have to. look at that sentence in view of
VOur comment on it, and vour teeeimeny'ae of vasterday.
Yee,:we will look at that,
CHAIRMAN CCX: The committee will Llook at that,
and that is a good point.

Any othersg?

We have a motlon and a second all in favor of

-_the approval of the report subject to final edltlng and

subject to this final comment there, all in favor say,
aye;
| 'tA cﬁorus‘of_ayes.) 
' CHATRMAN COX: Opposed?
(NeireeboﬁSe.j |

CHKiRﬂAY COK The motion-carries: Thanks agaiii

Blll 'and everybody in the government the Department and

evelybody else for thlS.

And T know that Allen Wampler will carry this

rmessageeto”the‘Secretary.

me have thO admlnlselatlxe matters this morning

-_:hhlch we uould llhe to cover bllefly One, John Hall of
.Ashland‘COuldﬁnotubenhere'today&so‘IhwiilWrepbrt on his

'behalf as chalrman of the flnance commlttee, which met

1987 audit reports with representatives of Arthur Young

EXECUTIVE COURT REPORTERS, INC.
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and we also IPV¢ehbJ the eslended vears for the first

" three months fo;-thercalendar vear, '89 and I am happy to

report to you- that the financial condition of the Council
is zound and the accoun Llng controls oné procedures
received excellent remarks.

And you may recall in December 1988, you

approved by letter ballot, the finance committee's

- recommended calendar yesar 1989 budget in the amount of

$1,655;000 and the committee'does not recommend any

change in this budget. But it should he pointed out that

_this is a 5 percent reduction from 1988 and a total.

‘reduction of 22 percent during the last four vears.

In December the finance committee also

-recommended surveying the membership for more current

data to ensure that individual suggested computations are

"ooﬁtffﬁmtiomefafe*éompdted eQditabiy:"Amd currently the

individual contributions are based on 1984 and '85
productlon and sales volumes. So your prompt response to

thls survey will be greatly appreolated when vou raceive

FE

Thiefmofﬁiﬂgi'the'finance'committee did,

f,however,,reeommend that the total 1evel for ‘the
' membetshlp LOHtflethﬂS for ehe perlod July 1, 1989

,Fthrough 1990 w11 be the same as last year, however,

1nd1v1dual member oontrlbutlons may vary baeeo on the new

-EXECUTIVE‘COURT”REPORTERS, INC.
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tho follow1ng nom“natlons for offioers

This completes the report of the finance

committee, and on their behalf I move that this

U‘
[t
L']\
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a;L\_.Qj;\‘.aLl DY Chs COoUuncle

Do hear a second?

-

VOICE: I second it.

CHAIRMANACOX: Are there any gusstiicng or -
comments.

{No‘response.)~

CHAIRMAN COX: If not, all in favor, say ay

el

(A chorus of ayes. )
CHAIRMAN COX:' Opposed9
llNofreSpouse.)
:CHAIRMéN Cbx; Thank you very much.
‘.Col is Lhandler has d e 'eoman service to the

chalrman of the nomlnatlng Commlttee and I would like to

Icall on Collis at thls time, 1f I may.

. MR. CHANDLER: The nominating committee of the

National Petroleum Council met yvesterday and agreed on

for hhairman,

members of the agenda and a3301ntme1t commlttees fo1 *He

For the agenda commlttee, the nominations are

'fﬁas follows. Ralph Balley, Blll Carl, Myself Ken Der,

Bill Fisher, Ken Lay, John Miller, Dick Moral, Larry
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Rohl, Pefte Sylis, and Frank McPherson serving a:
chairman.
For the appointment committee, the nominations

- 1- iy
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ares as follows,; Tonm L;&chbuuuh, Bob Hotpur, ALV, Jones
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Jim Bob Moffit, Dean Onokendris, Bobby Parke

- Richardson, Dick Segemeyer, Joeg Wi lllams, Irene Wisher,

" and Bob McClements serving as chairman.

For NPC chairman, Lodwrick M. Cook, fcr XPC

. vicé chairman, Rail Hunt.

Mr. Chairman, I move that the Council elsct

o
i
=3
Y]

foregeing for 1989.

CHAIRMAN COX: Thank you for the motion, do I
hear a sepond?'

VOICE: - I second it.

CHAIRMAN €COX: Are there any .other motions or

- hominations,' if not, all'in favor- of the nominations as

éuﬁmitted 5y Collis, please say, aye.
(A chorus of ayes.)
CHAIRMAﬁ COX; OppOSéd?
(No résbonsé{y

;WHCHAIRMAN”COX"*Thank*youphvefy nuch , Collis,

band I hanu.to thann_all of you for allow1ng me to be your
‘chalrman these last two years,-and I have enjoyed
I1mmense1y and the 1mportant thlng that I have learned:

these 1ast two years is the contribution that each one of
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don tlthlnh‘that we gave him a round of applause

7O
you makas. Y make suggestions and vou have madse a2
S ‘

ma]or help to “the - efforts of the council and to this -

So I want to thank vou for the help veu gave

me, but sspecially I want to thanXx JocE Woo 15 gOoLing

P
o]
!
o

to be your newe chairman, because he was always there

when T needed him and that was frequently and his zdvics

-and counsel was great. 5o I think that the council is

- blessed by having Lod as. its new chairman and Ray as its

vice chairman. So at this time, I would like to c¢all on
Rod and say‘thaﬂks again, and am deiighted that he is
going to be taklng the mantle today.

| Lod° | -

WR COOK: .- Thank ydu, my remarks will be very

brief; Flrst 0r qll we. want to tnank yuu for your two

years oE leadershlp through a Very ‘difficult time-for

'Industry and let's glve Ed a big round of applause.

{Applause.)

MR. CCOK: And although Ed thanked Bill, I

t=h
=
fde
w

great hork o that flne report

”fE&‘hﬂSﬂaSsuredrme~that.the'seIary'ahd perks

that he has engoyed that I w111 contlnue to enjoy in this

'“jebl; It'ls'a very eX01t1ng time for us, and I look

forward to working with Ray Hunt, our new vice chairman,

" EXECUTIVE COURT REPORTERS, INC.
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with all the committees chairmen and the members, and
Marshall- and the staff and all of you.

I know that most of vou khow Ray but T would

‘llu, for him to stand and be recognized. as well. We have

a new Administratiocn. And we have what I think ws can
easlly see 'a new dynamic: leadershlp in the Department of
Energy and we are goling to he ubked to do and participate

more than we have 1n the recent past and I think that we

-w111 be respondlng to that very actlvely The Secretary

hl

and the Deputy Secretary is certainly goling to-;e mors
proactive,‘and they are strategic thinkers and I think
fhet ie goiné to eeevery eSeful for us in ofder.to be
heard'te"e gfeater'exteht-then'perhape'has been the case
in the past.

I 1ook forwa -d to the challenge, and'I know YOu

" do teo; 1 w111 need your help and T hlll be calllng on

yoﬁ'and I thank vou Very much for your support and I look

forward to working with you.

CHAIRHAN COX: Lod we are locking forward to

you1 leaderbhlp. lou mlght make a note of the nex
"Couﬂ01l meetlng has tentatlvely been scheduled for

‘.Qgtgbeyﬁlorjwlthfaﬁyeqept;on'the_evenlng‘beere. You

khow, sometimes these have to be tenative as we are

-eﬁeitingefonﬂﬁhe ﬁinal.date;fremfﬁhe-SeCretary in each

'case, but those are the dates that have been recommended
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and I think that they will be approved.

Are there any'other‘matters that should come

before the council at this time?

1y

£ - R TEE -
Siouuiise,

[N T

A

T r - ~ = ak) R - P A e -
CHATIRMAN CCX: ine council T'."w.i_i.l Al Joulrl 4t o<

- will look forward to seeing you in October, and Dill

Swales ﬁill be here if anybody hasrany questions about
the_report, as.well as Riyad.
iTHank“you all”very_ﬁuch} the meeting is
adjournéd;
(Whereupon, abt 10:40 a.m., the méeting was

adjourned.)
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a | ' This is to certify that the attached

beere- DEPARTME‘NT '.OF ENERGY

7 in the matter of: 'NATIONAL PETROLEUM COUNCIL
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1 were held as herein appears and that this is the original
12 transcript thereof for the file of the Department

13 or Commission.
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